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Why GAO Did This Study

Almost 4 decades ago, in response to
the Arab oil embargo and recession it
triggered, Congress passed legislation
restricting crude oil exports and
establishing the SPR to release oil to
the market during supply disruptions
and protect the U.S. economy from
damage. After decades of generally
falling U.S. crude oil production,
technological advances have
contributed to increasing U.S.
production. Meanwhile, net crude oil
imports—imports minus exports—have
declined from a peak of about 60
percent of consumption in 2005 to 30
percent in the first 5 months of 2014.
According to Energy Information
Administration forecasts, net imports
are expected to remain well below
2005 levels into the future.

GAO was asked to provide information
on the implications of removing crude
oil export restrictions. This report
examines what is known about (1)
price implications of removing crude oil
export restrictions; (2) other key
potential implications; and (3)
implications of recent changes in
market conditions on the SPR. GAO
reviewed four studies on crude oil
exports, including two sponsored by
industry, and summarized the literature
and views of a nonprobability sample
of stakeholders including academic,
industry, and other experts.

What GAO Recommends

In view of changing market conditions
and in tandem with activities to assess
other aspects of the SPR, GAO
recommends that the Secretary of
Energy reexamine the size of the SPR.
In commenting on a draft of this report,
DOE concurred with GAO’s
recommendation.

View GAO-14-807. For more information,
contact Frank Rusco at (202) 512-3841 or
ruscof@gao.gov.

CHANGING CRUDE OIL MARKETS

Allowing Exports Could Reduce Consumer
Fuel Prices, and the Size of the Strategic
Reserves Should Be Reexamined

What GAO Found

The studies GAO reviewed and stakeholders interviewed suggest that removing
crude oil export restrictions is likely to increase domestic crude oil prices but
decrease consumer fuel prices. Prices for some U.S. crude oils are lower than
international prices—for example, one benchmark U.S. crude oil averaged $101
per barrel in 2014, while a comparable international crude oil averaged $109.
Studies estimate that U.S. crude oil prices would increase by about $2 to $8 per
barrel—bringing them closer to international prices. At the same time, studies
and some stakeholders suggest that U.S. prices for gasoline, diesel, and other
consumer fuels follow international prices, so allowing crude oil exports would
increase world supplies of crude oil, which is expected to reduce international
prices and, subsequently, lower consumer fuel prices. Some stakeholders told
GAO that there could be important regional differences in the price implications
of removing crude oil export restrictions. Some stakeholders cautioned that
estimates of the implications of removing export restrictions are uncertain due to
several factors such as the extent of U.S. crude oil production increases, how
readily U.S. refiners are able to absorb such increases, and how the global crude
oil market responds to increasing U.S. production.

The studies GAO reviewed and stakeholders interviewed generally suggest that
removing crude oil export restrictions may also have the following implications:

e Crude oil production. Removing export restrictions would increase
domestic production—8 million barrels per day in April 2014—because of
increasing domestic crude oil prices. Estimates range from an additional
130,000 to 3.3 million barrels per day on average from 2015 through 2035.

¢ Environment. Additional crude oil production may pose risks to the quality
and quantity of surface groundwater sources; increase greenhouse gas and
other emissions; and increase the risk of spills from crude oil transportation.

¢ The economy. Removing export restrictions is expected to increase the size
of the economy, with implications for employment, investment, public
revenue, and trade. For example, removing restrictions is expected to
contribute to further declines in net crude oil imports, reducing the U.S. trade
deficit.

Changing market conditions have implications for the size, location, and
composition of Department of Energy's (DOE) Strategic Petroleum Reserve
(SPR). In particular, increased domestic crude oil production and falling net
imports may affect the ideal size of the SPR. Removing export restrictions is
expected to contribute to additional decreases in net imports in the future. As a
member of the International Energy Agency, the United States is required to
maintain public and private reserves of at least 90 days of net imports but, as of
May 2014, the SPR held reserves of 106 days—worth about $73 billion—and
private industry held reserves of 141 days. DOE has taken some steps to assess
the implications of changing market conditions on the location and composition of
the SPR but has not recently reexamined its size. GAO has found that agencies
should reexamine their programs if conditions change. Without such a
reexamination, DOE cannot be assured that the SPR is sized appropriately and
risks holding excess crude oil that could be sold to fund other national priorities.
United States Government Accountability Office



http://www.gao.gov/products/GAO-14-807�
http://www.gao.gov/products/GAO-14-807�

	CHANGING CRUDE OIL MARKETS
	Allowing Exports Could Reduce Consumer Fuel Prices, and the Size of the Strategic Reserves Should Be Reexamined
	Why GAO Did This Study
	What GAO Recommends


<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /PageByPage

  /Binding /Left

  /CalGrayProfile (Dot Gain 20%)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Sheetfed Uncoated v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Warning

  /CompatibilityLevel 1.7

  /CompressObjects /All

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.1000

  /ColorConversionStrategy /LeaveColorUnchanged

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams true

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments false

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Preserve

  /UCRandBGInfo /Preserve

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 150

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 300

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.50000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /ColorImageDict <<

    /QFactor 0.76

    /HSamples [2 1 1 2] /VSamples [2 1 1 2]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 150

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 300

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /GrayImageDict <<

    /QFactor 0.76

    /HSamples [2 1 1 2] /VSamples [2 1 1 2]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 1200

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile (None)

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /CreateJDFFile false

  /Description <<





    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e55464e1a65876863768467e5770b548c62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc666e901a554652d965874ef6768467e5770b548c52175370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /CZE <>

    /DAN <>

    /DEU <>

    /ESP <>

    /ETI <>

    /FRA <>







    /HUN <>

    /ITA (Utilizzare queste impostazioni per creare documenti Adobe PDF adatti per visualizzare e stampare documenti aziendali in modo affidabile. I documenti PDF creati possono essere aperti con Acrobat e Adobe Reader 6.0 e versioni successive.)

    /JPN <>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020be44c988b2c8c2a40020bb38c11cb97c0020c548c815c801c73cb85c0020bcf4ace00020c778c1c4d558b2940020b3700020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200036002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /LTH <>

    /LVI <>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken waarmee zakelijke documenten betrouwbaar kunnen worden weergegeven en afgedrukt. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 6.0 en hoger.)

    /NOR <>

    /POL <>

    /PTB <>





    /SKY <>



    /SUO <>

    /SVE <>

    /TUR <>



    /ENU (Use these settings to create Adobe PDF documents suitable for reliable viewing and printing of business documents.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)

  >>

>> setdistillerparams

<<

  /HWResolution [2400 2400]

  /PageSize [612.000 792.000]

>> setpagedevice



